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Privileged and Confidential 


These are some of the points which may come up in your meeting with Bill Ryan 
December 13: 

Australia: In suggesting the meeting. Bill said that he was reverting to issues 
discussed a year ago with Geoff and from this I gather the main subject he is 
interested in talking about is Australia. 

s* 

You will see from the attached memorandum summarizing last December's 
meeting what was proposed at that time. Following the December 1992 meeting, 
we suggested to Bill that we have our respective Australian counsel meet since, 
at the threshold, there seemed to be disagreement as to whether the deal would 
be opposed by government. Rothmans then suggested that they would prefer the 
review to be held off pending the restructuring of their Asian business; the 
restructuring seems now to be in its final stage and there is logic in Rothmans 
reverting to the earlier discussions. 

Since they have suggested this meeting we will be in a listening mode, but the 
Planning Department will be providing you with updated financial information 
for background reading. If there seems to be a real possibility of negotiating a 
deal, I would like to go back to the idea of meeting with their Australian counsel 
to see how they view the legal aspects of a transaction. 

Cambridge : Bob Eck has been trying for over two years to finalize a settlement of 
our dispute with Rothmans over rights to the Cambridge trademark. The 
settlement is based on each party's recognizing the other's superior rights in 
different parts of the world. Rothmans is recognized as the owner in Western 
Europe, Asia, Australia and Africa, while PM is recognized as the owner in the 
Middle Eastern countries. Central and Eastern Europe and most of the Western 
Hemisphere. 

We seem finally to be close to settling the final text, but the process has been 
frustrating. The principal problem seems to be that the lawyer on the other side 
has not been given the authority to negotiate face-to-face and as a result 
communications over every issue has been back and forth tediously through 
correspondence. What I have said to Bob Eck is that if he is unable to settle the 
final issues (which should be settled), then he and opposing counsel should meet 
with Bill Ryan, David Dangoor and me in February at the time of the next RB&H 
Board meeting to agree the exact language to govern all the outstanding issues. 
Perhaps you could mention this to Bill when you meet him. 

Rothmans Formula One Program : At the October RB&H management meeting, 
which preceded the Board meeting. Bill Ryan announced that Rothmans had 
signed up the Williams Team for the 1994 F-l season and that as a result, they 
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were dividing the expenses between their various affiliates around the world in 
accordance with a formula which would require RB&H to pay $2 million as its 

annual-contribution. We found-out later that a similar charge had'been requested'- 

from our 65/35 partnership in the U.K. 

Our position in opposing the charge might go somewhat differently with respect 
to each joint venture, but the bottom line basically is the same and it is this: when 
we negotiated each joint venture, we specifically provided for the charges which 
were to be made by the partners to the joint venture for the intangible, but very 
real, benefits flowing to the joint venture from each parent company, and these 
seem more than adequate to cover the Rothmans F-l sponsorship. For instance, in 
the U.K., each company receives a royalty for trademarks at a fixed percentage of 
the partnership's selling priqe and in addition, each company is paid an identical 
fee to cover sponsorship activities. For the current fiscal year, the fee paid to 
each company is £743,000. Perhaps this amount can be increased somewhat, but 
given the extent of our own Marlboro F-l activities, any increase should be the 
same for each partner. 

In Canada, I am concerned about an increase in the amount suggested, even if we 
are to receive a comparable increase. Current service fees to shareholders 
approximate C$5 million and if we add $2 million or $3 million to this amount, I 
believe we would be risking a tax challenge on deductibility. In addition, the 
outside Board members may protest the increase, saying that it is unfair to the 
public shareholders of Rothmans' Canadian holding company who indirectly 
own close to 20% of the joint venture. Perhaps an increase of C$1 million (if 
consistent with existing fees, C$600,000 to them, C$400,000 to us) could be 
justified, but I can see problems if we seek a greater increase. 

Muratti: You will see from Geoff's memorandum on the December 1992 meeting 
and from Andreas Gembler's follow up memo (attached), that we discussed with 
Rothmans making Muratti in Turkey under our existing license from Brinkman. 
These discussions broke up when Rothmans resisted our request that the royalty 
be reduced from 80 to 40 pfennigs. If Andreas is still interested in a license, you 
might raise the subject at your meeting. 

Warning Labels : As indicated in the attached profs note, RI and other companies 
are not implementing the plan by all companies to voluntarily place a warning 
label on cigarettes sold in markets where there are no rules requiring one. You 
might mention this to Bill Ryan, pointing out that the decision on this goes back 
now almost two years and that we think it important in defending the industry 
that all international companies adhere to this practice. 

A final note : When I called Bill Ryan's office to arrange your meeting. Bill was 
out of town and his secretary was confused as to which company I worked for. 

From the tenor of her conversation, it seemed clear to me that Ryan had already 
planned to meet with RJR this week during his trip to New York. 

'O 

'■O 

cc: David Dangoor, John Kramer 
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